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NESMITH 


HOW GOOD IS BUSINESS? . . 


Of the companies with common stocks listed on the New York Stock 
Exchange, the first 349 to make their first quarter results public 
reported an increase of 56.8 per cent in net profits over the corres- 
ponding period of last year (See Page 5). The steel industry's gains 
were widest, with combined profits rising 293.5 per cent for the 28 
companies reporting in the survey. 
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A CREDO FOR PUBLIC RELATIONS 


MONG corporate and institutional 
developments of these times, few 
carry greater significance than a quick- 
ened sense of the realities involved in the 
task of improving public relations. In the 
modern sweep which has elevated public 
relations to first place among the prob- 
lems and responsibilities of business, 
much of the earlier superficial effort .. . 
loosely cloaked by a profusion of “pub- 
licity” . . . has been replaced by a more 
intelligent and realistic, if less obtrusive, 
concept. 

All intelligent thought and plan de- 
voted to public relations are anchored to 
this fundamental: public confidence, sup- 
port and patronage are rewards which 
can be won only on the basis of quality 
of service and of product. They cannot 
be gained by any professional magic, or 
by any tricks of publicity. Therefore, the 
objective — a widened acceptance of 
products or services—is to be approached 
through such a continuing process of im- 
provement as will afford sound support 
to efforts put forth in drawing public at- 
tention to these products or services. The 
record of enterprises whose success has 
been outstanding during the last decade 
well testifies to the truth of these aphor- 
isms. 

Too often the expression, “good pub- 


lic relations begin at home,” is misunder- 


stood. One interpretation commonly put 
upon it is that the members of an organi- 
zation, its employees, its salesmen or rep- 
resentatives, should appreciate its virtues 
and extol them to the world. This is im- 
portant; but what the originator of the 
expression really meant was that good 
public relations can be developed only 
through competent management, the 
perfection of services, the elimination of 
abuses and the acceptance of public re- 
sponsibility. 

When these elements prevail the road 
to the objective is clearly marked — a 
highway which leads to unretarded pub- 
lic acceptance of products or services and 
an insulation of a corporation or insti- 
tution against unwarranted or irrespon- 
sible attack. 

It is the experience of all intelligent 
public relations specialists that the public 
will not, in spite of the most lavish 
expenditures for advertising and_ the 
shrewdest publicity technique, give its 
approval toa product or an organization 
that is unsound or incompetent. 

The public is more discerning than 
people preoccupied by business often 
realize, and its appraisal of an organi- 
zation or a product is usually, in the long 
run, accurate and fair. In other words, 
the public recognizes quality. Such rec- 


ognition can be hastened and widened 


by advertising and other legitimate 
forms of publicity. The progressive or- 
ganization, once this recognition is 
aroused, will see to it that the goal is held 
steadily in view: Genuine and consistent 
service to the public. 

In summary, a credo for soundly- 
conceived cultivation of public interest 
and good will could be presented as 


follows: 


To deserve public respect, support and 
patronage; 

To think exclusively in terms of the cus 
tomer or potential customer; 

To articulate the appeal first to a corpo 
ration’s or an institution’s own per 
sonnel so that all may speak with the 
same voice; 

To organize so that the appeal will be 
made forcefully, uniformly and with 
maximum effectiveness; so that the 
media for reaching public attention 

. advertising, literature, public ad 
dresses, personal contacts, ete... .. may 
be used under a fully-coordinated pro 
gram. : 


The foregoing is dedicated to the sev- 
eral groups engaged in the securities 


business. 


The unusual picture on the front cover is 
printed by courtesy of the Bethlehem Steel 
Corporation, Shipbuilding Division. Photo 
by Wendell Mac Rac, 








A BROAD HINT FROM THE OUTSIDE 


below 


HE. letter hard- 


pressed businessman's opinion of a 


brings a 


subject which may be pertinent to the 
thought of many engaged in an import- 
ant department of finance. At any rate, 
we shall venture to treat with a topic 
brought forward pungently, let the chips 
fall where they may, and we shall trust 
that both Mr. W.S. R., of Chicago, who 
signs the communication, and the tar- 
vets of his diatribe will tind food for 


reflection in this page. 
Editor, 
THE EXCHANGE: 


stockbrokers — talk, 
think all the trouble in this country had 


To hear you d 
been wrapped up and left on their door 
step. They moan about a lack of “vol 
ume,” meaning, as I look at it, a shortage 
of the sap-headed money that used to go 
a-running into the market and get edged 
out the back door later on, a little wiser 
but with its chin down. 

li you people want to know about low 
volume, just ask anybody in almost any 
kind of business. If I called the orders 
I get in my office supply business “vol 
ume, I'd sit on the curb every day and 
sniffle. But what I do get | work for, take 
it from me. Can you say that about 
brokers? Do they really make a hard 
effort, low or high volume? I say they 
don't, and my calls take me places where 
I can see a lot of them fumbling around. 

It's pick up a phone and tell a cus 
tomer what the market is doing, and 
much of the time there’s nothing worth 
saying because the market is not doing 
anything. Is that sensible? While one 
man among a half dozen sitting at desks 
is phoning, the others get up, yawning, 
and wander around, and if you'll listen 
to them, they ll curse the government or 
the Securities and Exchange Commission 
or something for volume 
from coming back. Coming back! What 


help are they in bringing volume back? 


preve nting 


Why, damn it, if that’s the way to get 
business, you can 


Whoa, Mr. W. S. R.! This So-pound 


glossy paper will stand considerable 


heat but we would not risk it regardless. 
Without proceeding further, it may be 
said that your idea is clearly put. It 
could be added that so superficial a view 
of the brokerage business as the letter 
reveals fails to go very far into the work- 
ings of the “front office,” to say nothing 
about the real functions of a stockbroker 
or his assistant, the customers’ broker. A 
broker’s work is, primarily, to execute 
orders in securities which investors and 
traders entrust to him. The thought that 
a broker, or customers’ broker, might 
combine the task of a salesman with 
brokerage has never been blended into 
the securities business as thoroughly as 
in merchandising fields. But this is not 
to say that the two elements could not 
be joined effectively. 

That it is being done among aggres- 
The customers’ broker combines the task of 

salesmanship with that of brokerage. 


FWING GALLOWAY 





sive, astute brokerage firms can be dis- 
covered through a brief canvass. Far 
more member firms of the New York 
Stock Exchange than was the case in 
1933, Say, unite salesmanship in respect 
to the qualities of selected listed stocks 
with their ordinary brokerage activities. 
Evidence of the growth of this double 
service is easily found if one looks for it. 
What evidently impressed Mr. W.S. R. 
so unfavorably was the routine followed 
by customers’ brokers in keeping trading 
customers informed about market 
trends; whereas the modern _business- 
arousing effort is devoted more to in- 
vestment than speculative enterprise! 

Such a statement as this would have 
been laughed to death a few years ago. 
The life-blood of the stock market al- 
ways had been trading for the sake of 
cash profits or capital appreciation — the 
parent of “volume,” the producer of 
generous commissions. The purchase of 
stocks to hold provided so modest an 
income for brokers that investment busi- 
ness was generally rated as non-profit 
able. Die-hards of an older day who 
maintain the former status quo are still 
plentiful; but brokers more realistically 
inclined, who weigh the current restric- 
tions of taxation, interrupted trade chan- 
nels, laws and regulations upon specu- 
lation, have come around to a different 
idea and conclusion. 

A foresighted, if coldly practical, slant 
to be found in brokerage quarters which 
are committed to making the most of 
investment business may be described in 
this way: the informed and well-served 
investor of today will, when business 
and political conditions warrant it, be- 
come a trader, seeking capital apprecia- 
tion. Investment accounts brought into 
the office today through reasoned sales 
service will be ready on the books when 


a period arrives for capitalizing an in- 


(Continued on page 15) 


JEWELS IN INDUSTRY'S CROWN 


Myriad of New Products for Home, Factory, Transport Service 
Dazzles the Eye in “Peace and Freedom’? Exhibits 


VIDENCES of industry’s advance- 

ment — radically new aircraft, bet- 
ter gasolines, new plastics, synthetic rub- 
ber products, improved building mate- 
rials and scores of other major new 
developments — combine to form an im- 
pressive milestone of inventive progress 
at the New York World’s Fair. Repre- 
senting the implements with which 
manufacturers seek to win new markets 
and additional customers, these develop- 
ments will be closely examined by the 
nation’s security holders, as well as by 
other World’s Fair visitors. 

To the one group a new product 
adaptable to the home or to everyday 
life may spell only an object of utility. 
The other will look beyond to see an 
opportunity for investment or capital 
appreciation in the securities of manu- 
facturing companies, many of which are 
listed on the New York Stock Exchange. 

Whichever the point of view, that of 
casual sightseer or part-owner of Amer- 
ican enterprise, industry’s advancement 
has been rapid — so rapid that many of 
the creations envisioned for the “World 
of Tomorrow” in the 1939 Fair, for ex- 
ample, have already been accomplished 
by research scientists who have intensi- 
fied their quest for improved methods 
and better materials, 


Nylon 


Stockings made from a new synthetic 
substance stronger and more elastic than 
other textile fibers were worn experi- 
mentally last year in a “wear test” by 
girl attendants at du Pont’s World’s Fair 
exhibit. Today an $8,500,000 plant at Sea- 
ford, Delaware, is turning out nylon 


yarn at the rate of 4,000,000 pounds a 


year. And nylon’s present uses, includ- 
ing hosiery, brush bristles, surgical 
sutures and fishing line are believed 
barely to scratch the surface. 

A host of other new plastics products 
has come forth within the past year 
until today it includes everything from 
automobile parts made of soy beans to 
jewelry and table decorations of syn- 
thetic organic glass. Transparent acrylic 
resins, which are being turned out as 
rapidly as possible for airplane cockpit 
housings under order from the Navy 
Department, are being applied, as well, 
to the making of tables, chairs and other 
articles of household furniture. Molded 
plastics are bringing with them entirely 
new concepts of form and shape for 


many articles of everyday use. 


Plastic Building Block 


Dow Chemical Company has just in- 
troduced a new plastic building block — 
known as “Ethocel” — which forms both 
exterior and interior walls with one sys- 
tem of construction, and employs trans- 
parent panes of the same material for 
windows. Construction is said to be sim- 
plified since all of the blocks — whether 
for wall or window — are manufactured 
in the one standard size of one foot 
square. 

Plastics are by no means the only 
standout in the progress parade. Air- 
planes first started to carry passengers 
across the Atlantic on a scheduled service 
in 1939. At the same time the United 
States air transport industry marked up 
its biggest and safest year as domestic 
and international airlines flew a total of 
$00,000,000 passenger miles. On March 


26, 1940, domestic airlines completed a 


full year of operation without fatal acci 
dent or serious injury to any passenger 
or crew member. 

In the field of aircraft development, 
Curtiss-Wright this spring completed a 
36-passenger substratosphere transport — 
the largest twin-engined land plane ever 
built in the United States — which is ex- 
pected to operate at altitudes up to 20,000 
feet at faster than 200 miles an hour. 
Boeing’s Model 307 Stratoliner, com- 
pleted more than a year ago, recently was 
awarded an approved type certificate by 
the Civil Aeronautics Authority after 
many months of flight and engineering 
tests, and has been delivered to Pan 
American Airways. As for military air- 
craft, several models have been devel- 
oped this year — one example is Grum- 
man’s “Skyrocket” pursuit plane — 
which are capable of speeds in excess of 
goo miles an hour and have unusually 


high climbing rates. 


New Refining Process 

Linked to the progress in aviation are 
a number of developments new to the 
petroleum industry since the time of the 
Fair last year. Catalytic processes for 
cracking petroleum have recently 
brought into being such improved gaso- 
lines as “Nu-Blue Sunoco” and the new 
“Esso.” The Sun Oil Company, alone, it 
is reported, has spent more than $18,000, 
000 in order to refine petroleum by the 
Houdry catalytic process. 

Leading the “octane race” are other 
new developments such as alkylation 
plants and the new neo-hexane process 
announced by Phillips Petroleum Com- 
pany for producing 1o00-octane airplane 


fuel. Once 67-octane fuel was acceptable 
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for airplanes. Today, automobiles use 
gasoline in the So-octane range, and it is 
reported that two automobile makers are 
road-testing experimental cars which re- 


quire Too-octane fuel. 


Synthetic Rubber 


The rubber industry is another field 
in which wide progress is being made. 
Less than a month ago the U. S. Rubber 
Company announced a new bullet-re- 
sistant self-sealing tire tube for military 
vehicles. Chlorinated rubber is now be- 
ing used as a flame-proofing agent for 
textiles. The Standard Oil Development 
Company, which earlier this year ac- 
quired production rights to “buna,” has 
already licensed Firestone Tire & Rub- 


Oil derrick at the petroleum industry’s 
World’s Fair exhibit. 





ber Company to produce this synthetic 
rubber. Other synthetic materials are be- 
ing manufactured by B. F. Goodrich Co., 
and Goodyear Tire & Rubber Co. 

Dr. F. M. Cadwell, Manager of the 
tire development department, U.S. Rub- 
ber Company, recently pointed out that 
in developing synthetic materials the 
scientists are not building a laboratory 
replica of nature’s rubber tree, but shap- 
ing specific molecules to meet specific 
needs. The increasing use of rayon tire 
cord in pneumatic tires shows that the 
chemist and engineer need not try to 
imitate nature, he says, but can, through 
a direct attack on the molecular struc- 
ture, build up a material to suit a parti- 
cular need. 

Advancement in the twelve months 
separating the 1939 Fair “Building the 
World of Tomorrow” and the 1940 Fair 
“For Peace and Freedom,” has been just 
as great in other branches of industry. 
New alloys and more perfected methods 
of heat-treating have been discovered in 
the metals trades. It has been found that 
submarines formed of welded high-ten- 
sile steel have 30 per cent greater diving 
depths. Welded construction is coming 
into increasing use in new ships, and in 
the building industry. Stainless steel is 
being applied more widely, one notable 
use being on the structures at the new 
La Guardia airport on Long Island. 

Television has become a reality — or 
will become one as soon as the Federal 
Communications Commission approves 
the manufacturers’ marketing plans. 

These developments—and many others 
—are as new, as startling, as any of the 
inventions of the much-heralded 1920's. 
They testify to the ability of industry to 
push ahead, sometimes under the most 
discouraging of conditions, to discover 
new markets, new products. Money 
earned from the manufacture and sale 
of an old and established product is used 
to help finance a new undertaking. 
Through forward-looking and efficient 
adjustment to changing conditions, earn- 


ing power continues uninterrupted to 








enable interest and dividends to be paid 
on securities. 

There has been no let-up in inventive 
progress. There has been a let-up in in- 
dustry’s plans for expansion. A promi- 
nent manufacturer told us the other day, 
“All I ask is to know, six months or a 
year in advance, approximately what 
conditions 1 must operate under. But 
with the spreading dislocation of foreign 
markets, and government rules for do- 
mestic business being changed almost 
daily, this is next to impossible. If I could 
but determine those operating condi- 
tions, almost regardless of what they 
might be, I could make money.” The 
extent to which international and do- 
mestic uncertainties are causing business 
to hesitate cannot be over-emphasized. 

The managing executive of the period 
from 1923 to 1929 scarcely knew the 
meaning of the term “curtail produc- 
tion.” He had faith in the future — ill- 
advised though it may later have turned 
out to have been — and that faith made 


possible an expanding economy. 


Lower Production 

The earnings of many corporations in 
1939 are pointed to as quite satisfactory. 
It is clear that the research laboratories 
are capable of producing the products 
needed to launch new enterprises. Many 
developments approximating new  in- 
dustries have, as we have seen, been 
launched within the past year. The difh- 
culty comes in production. Earnings in 
1939 May, in some instances, compare 
favorably with 1929. But total industrial 
production was considerably lower in 
1939. A few industries have expanded — 
notably the aircraft and chemical com- 
panies — but they are exceptions, and, 
during the past decade, business in gen- 
eral has, of necessity, learned to operate 
at a reduced level. Industry’s potentiali- 
ties, which are demonstrated at the $155, 
000,000 show of the World’s Fair, can be 
transformed into realities only as rapidly 
as it can see any kind of a clear course 
ahead. 
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Corporate Earnings Rise 


Survey of 349 Companies Shows 
Profits in First Quarter 56.8% Above 
the Corresponding Period of Last Year 


7 ‘HE improvement of corporate earn- 


ings scored during the closing 


months of 1939 swept over into this 


year’s first quarter with considerable 
momentum. Of the companies with com- 
mon stocks listed on the New York 
Stock Exchange, the first 349 to make 
their results public reported an increase 
of 56.8 per cent in net profits. The total 
was $491,255,123, against $31 3,302,252 in 
the corresponding period of last year. 
The composite exhibit shows that 318 
companies made money, 
Better 


while 31 re- 


ported _ losses. showings were 
made in the first quarter this year by 283 
corporations. 


Partial results for the individual in- 


dustries show that steel, with 28 com- 


panies reporting out of a total of 37, 
made the widest gains as profits rose 
from $11,691,971 in the first quarter of 
1939 to $46,002,827 in the first quarter 
this year — an increase of 293.5 per cent. 


Paper and Publishing 

Paper and publishing companies are 
next highest, with 14 companies report- 
ing a combined first quarter income of 
$7,676,285, against $2,243,786 in the same 
period the year before. Preliminary fig- 
ures for most of the industrial groups 
represented on the Stock Exchange are 
given in the table below. Results are only 


partially complete for the various groups, 


as Many corporations have yet to report 
their first quarter earnings, and, of 
course, only companies whose fiscal years 
end on December 31 were used in the 
compilation, 
Low Basis for Comparison 

As the first quarter of 193g —in fact, 
the entire eight months through August 
— were disappointing for most branches 


of industry, it doesn’t take 


a very high 
level of business activity to look well by 
comparison, 

On the other hand, certain stand-out 
performances such as the best first quar- 
ters in their history for Bethlehem Steel 
and Chrysler, and the level of earnings 
generally, make the earnings picture to 
date look considerably better than was 
expected by many—especially those who 
last autumn forecast a serious slump to 
take place very shortly after the turn of 
the year. 

To be sure, the Federal Reserve 
Board’s index of industrial production 


March to 


(Continued on page 16) 


had declined by about 105, 





Airplanes, Airways, Airports . 
Automobile Industry . . . 


Building Industry . . aw 
Business & Office E nquipme nt. . 
Chemical Industry . . oz 


Electrical Equip. Industry . 
Finance . ... . 
Food Industry. . . 
Machinery & Metal Industry — 
Mining Industry . . . . 
Paper & Publishing . . . 
Petroleum Industry. . . . . 
Railroad Industry 

Retail Merchandising . . 
Steel, lron& Coke... 
Textile Industry . . . . 
All Publie Utilities . 


Other Companies . 


Totals . . 





REPORTED FIRST QUARTER EARNINGS OF 349 COMPANIES 
HAVING COMMON STOCKS LISTED ON THE NEW YORK 
STOCK EXCHANGE—ASSEMBLED BY INDUSTRIAL GROUPS 
NUMBER OF NUMBER NET INCOME CHANGE NUMBER 
COMMON REPORTING IST QUAR. IN GROUP NET SHOWING 
STOCK NUMBER NET PROFITS 1940 INCOME (1sT IMPROVEMENT 
ISSUERS USED IN IST QUAR, - veer Q. 1940 vs. Ist pee eg 
(3/31/40) SURVEY 1940 Combined Losses) Qy. 1939) 1939) - 
LS 6 BY S$ 6,455,400 19.7% > 
59 35 35 100,402,993 33.0 Be 
26 14 1] 3.969.580 38.8 10 
9 5 be * 3.660.531 7.0 | 
64 39 39 65,274,157 34.3 30 
15 1] 10 19,026,064 78.0 10 
28 12 12 11,989,201 13.4 12 
53 21 19 21,562,070 6.7 14 
70 39 36 11,752,678 + 149.6 34 
37 lé 17 16,013,021 160.7 16 
25 14 14 7,676,285 + 242.1 13 
37 21 20 42,127,456 239.6 16 
81 26 22 29.498.074 + 208. 24 
66 is 1] 9,469,978 + 48 12 
bi 28 20 16,002,827 + 293.5 24 
Zz 5 3 2,877,294 + 50.4 Z 
45 12 1] $2,548,562 + 13.6 10 
121 20 21 10,948,952 r Es LS 
810 349 318 $491,255,123 + 568° 283 
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[IS THE SECURITIES BUSINESS 
NEGLECTING AN OPPORTUNITY? 


PARTNER in an 


brokerage firm dropped in at the 


out-of-town 


ofhce of Tue Excuance the other day 
with a tale worth passing along for the 
contrast it offers with much idle conver- 
sation in the financial district. 

Believe it or not, the broker wore an 
air of content. He was keen. He de- 
clined to grow wordy when his views 
were sought about the Securities and 
Exchange Commission, the effect of the 
war on stock market quotations, the 
Presidential campaign and so on; and 
when it was remarked that business con- 
tinued in an unsatisfactory state, he said, 
“What business?” 

Boiled down, the story began with a 
practical change of philosophy which 
colored the thinking of the broker and 
his partners after the 1936-37 industrial 
uplift went into reverse. They decided 
to cut loose from long habit and accept- 
Waiting 
had 


failed to return, they went out to find 


ed practice. no longer for 


customers who gone away and 
them again, along with new ones of 
their community, a city listed in census 
records as of the “second class” and en- 
joying no especial rating for wealth. 
“We had discovered something signi- 
ficant in those moderately profitable 
years,” the broker said. “Many of our 
customers, while they had traded active 
ly, were far more cautious than they had 
been during the boom of the late 1920's. 
They took more account of dividends 
and statistics; they were less influenced 
by volume and a speeding ticker tape. 
They kept their margins high without 
being nudged into doing so, and we 
were impressed by the fact that, in spite 
of indifferent times in our immediate 


locality as far as employment and fac- 


6 


tory output were concerned, there was 
considerable money around. But it was 
money looking for a reasonable profit 
instead of a ‘killing.’ It was money more 
inclined toward investment, really, than 
speculation.” 

“And it went into hiding as soon as 
public interest in the market slack- 
ened ?” we asked. 

“It didn’t go far away,” he said, “and 
a lot of it wasn’t asleep when opportun- 
ity knocked. It could wake up when 
investment was mentioned, when a rea- 
soned proposal came to its attention — 
pointed at securities supported by good 
dividends or ample interest coverage.” 
“But the average commission house,” 
we objected, “can’t handle average-sized 
investment accounts profitably; only 
large trading volume makes the broker- 
age business worth while.” 

“So I’ve heard,” he countered, “so I 
used to think, too, until the market be- 


came chronically dull, until it became 








obvious that if our firm was going to 
stay in the running, we had to alter our 
point of view and hustle. Get this: we 
don’t belong to any ‘selling group’ that 
gets a piece of an underwriting now and 
then. All we have to work with are listed 
securities, principally those on the New 
York Stock Exchange. We are brokers 


on commission. But that doesn’t mean, 
does it, that we have to sit around wait- 
ing for the next bulge? 

“Now get this, too,” he warmed up. “I 
am not talking about commissions roll- 
ing in, but a fairly good income — a 
‘business income,’ if you follow me, in 
place of the fat revenue of a boom period 
which a flock of brokers still dream 
about. A ‘businessman’s income,’ which 
is earned these days by a hell of a lot of 
work and holding operating expenses 
down. Work! Sweating over figures! 
Digging out attractive investment situa- 
tions, bringing them to customers’ atten- 
tion, supplying essential information — 
applying shoe leather to pavement if it is 
expedient to carry to a customer, face to 
face, the facts he needs instead of lifting 
a telephone. Doing some advertising —” 

(The story won't boil down as easily 
as we thought it would when we started 
to write it.) 

“Advertising?” we injected. “To find 
a broker who advertises in these thin 
times is almost a novelty. Why do you 
consider advertising is necessary for your 
firm? After twenty years in business, 
your service ought to be widely known 
in your city.” 

“Now, listen!” he said, grasping our 
lapels. “Do I need to tell New Yorkers 
about methods to get business? I am not 
talking about boosting our firm or its 
service, either in ‘sales talks’ or adver- 
tising. Customers take it for granted that 
an old firm is reliable and its service 
efcient. What our customers are told 
is what we believe is profitable for them 
to learn about this or that industry — 
this stock or bond, or another . . . ‘sea- 
soned’ securities on the Stock Exchange 


earnings, dividends, orders on a 
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corporation’s books, new products. 

“Lf you keep in mind all the time what 
your customers need, individually,” he 
concluded, “you can forget about your- 
self and your firm. After all, a brokerage 
house or a stock exchange is merely an 
instrument which customers use. It’s 
what a firm or a stock exchange can 
supply to meet a customer’s require- 
ments that counts. And, believe me, that 
goes a long way further than empha- 
sizing ‘service’ or explaining an ‘auction 
market’ — or watching the Trans-lux 
and hoping that trading customers will 
crowd the office pretty soon, while in- 
vestment money is waiting around out- 
side for an invitation to go to work.” 

We are not in the brokerage business, 
only standing on the edge of it in a 
position to report events. Much of the 
earnestness which this out-of-town bro- 
ker put into his discourse left us un- 
thrilled; but when it came to advertising, 
an element in the publishing field, we 
were urged into a train of thought. 

Long ago, we recalled, a great deal of 
“space” was bought by brokers and in- 
vestment firms in newspapers and maga- 
zines. What had become of it? Had 
advertising been proved ineffective un- 
der the changes of depression years? 
Had the expenditure back in the 1920's 


been merely a gesture in flush times? 


Need to Change Appeal? 


It was reasonable to believe that ad- 
vertising would be more extensive when 
times were good than when they were 
dull; but, maybe, the character of paid- 
for publicity which was acceptable in 
the old economy would not completely 
fill the bill under conditions of the pres- 
ent. The “appeal” might have to be 
different, the scope certainly would need 
to conform to the Securities Acts and 
regulations growing out of them. 

Perhaps investment advertising would 
pay, as it had formerly paid — or hadn't 
it? — if it were made distinctly practical 
to the brokerage house customer or bond 


house client, instead of laying heavy 


stress upon the services afforded by the 
advertiser! 

A broad area of cogitation was opened 
up which led, naturally, to the discus- 
sions in financial circles of the likelihood 
of the New York Stock Exchange, itself, 
engaging in an advertising campaign. 
But, first, for some facts about past and 
current investment advertising. 


The years 1925-27, inclusive, were se- 





lected as middle ground between boom 
and business sluggishness. A comparison 
was drawn between those years and 139 
in respect to the publication of advertis- 
ing to be ranked as institutional or direct 
business-arousing advertising, but elimi- 
nating issue flotation “copy” and also 
banking service and miscellaneous  fi- 
nancial publicity. 

Recourse to The New York Times’ 
statistical records revealed that the agate 
lineage of advertisements, as described, 
which this newspaper printed was ap- 
proximately as follows: 1,201,000 in 1925; 
1,310,000 in 1926; 1,367,000 in EO27 .. « 
and 103,000 in 1939! In other words, the 
total institutional and allied advertising 
inserted in this daily by stock brokerage 
and bond houses in 1939 was less than 
10 per cent of that carried in the smallest 
of the designated “normal” years! 

Harper's Magazine, a representative 
monthly in the field inhabited by in- 
vestors, carried 6615 pages of advertising 
of the designated calibre in 1925, 13114 
pages in 1926 and 132'5 pages in 1927 

.and not a single page in either 1938 


or 1939, although bank publicity was 


well maintained throughout this period! 

What was wrong with this picture? It 
could be answered, of course, that in 
expensive years before legal restrictions 
were imposed directly against the con- 
tents and intent of certain categories of 
advertisements the output would be 
much greater than it could be today. 
But this threw no real illumination upon 
the canvas. It could not be seen why 
recourse to the public prints with sales 
material had fallen to so low an estate. 

We made some inquiries. The stock 
explanation for the current slight effort 
to attract the interest’ of people with 
money to invest seemed to be that when 
markets are dull and confidence in busi 
ness prospects low, advertising meets 
with a “dead pan” reception; it doesn't 
pay, it won't penetrate to the investment 
nerve. It may impart something to the 
standing of the advertiser in public esti- 


mation but it doesn’t stimulate business. 


Takes Customers’ Viewpoint 


The out-of-town broker said, however, 
that his approach to customers laid no 
particular emphasis upon his firm’s set- 
vice or prestige; he considered business- 
getting measures from the customers’ 
viewpoint — from the angle of facts, 
suggestions and investment plans, in 
which investors were far more interested 
than in his facilities for filling orders. 
That, at least, was an idea! 

It struck us as an idea which a stock 
exchange, as well as its member firms 
or an investment house, could ponder; 
as an idea which such sharply etched, 
confidence-creating advertisements as 
those reproduced in this issue lead up to. 

A stock exchange is a market place, 
but, more than that, it is the home of a 
definite, selected body of securities ot 
wide variety. The fact that member 
firms are equipped to execute buying 
and selling orders in listed securities, or 
that a stock exchange affords a freely 
competitive market is, as debate about 
a tentative New York Stock Exchange 


(Continued on page 13) 
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INVESTMENT PHILOSOPHY 


Speczalist in Securities Analysis Reviews 
Investment Position of Selected Equzties 


HE stock market policies of invest- 
ors and traders are projected against 
the background of present conditions in 
this discussion by Benjamin Graham, 
specialist in the analysis of securities, 
who is a member of the faculty of the 
New York Stock Exchange Institute. 
“Emphasis on technical market ‘tim- 
ing’ in investment operations under 
War-time influences or any other, and 
the overshadowing importance ascribed 
to the expected trend of earnings in 
selecting stocks for investment or trad- 
ing,” he asserts, “are two developments 
capable of causing confusion. 
“Everyone knows that if you buy and 
sell stocks at the right me you can 
make more and faster profits than by 
any other way. From this truism many 
in the financial district have drawn the 
conclusion that the essence of successful 
investment lies in picking the right mo- 
ments to buy and sell. This reasoning 
will not win any prizes on the score of 
logic. The only conclusion that really 
follows from this premise is that 7f you 
can pick your buying and selling points 
correctly your name will soon lead all 
the rest on the income tax returns. Actu- 
ally, of course, good market timing has 
always been a will-o’-the-wisp for most 
individual traders, and it has nothing 
useful 


to do with investment in 


any 
sense of the term. One might just as eas- 
ily say that since the flour miller who 
buys and sells wheat at the right time 
can make enormous profits, the essence 
of flour milling is to catch the turns in 
the wheat pit. We know that the truth 
is just the opposite, and that the really 
successful flour miller hedges himself 
against the wheat market’s fluctuations 


instead of trying to profit from them. 
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‘To a considerable extent the same 
reasoning applies to the matter of future 
earnings trends as the dominant element 


in common-stock selection. Here, again, 


Principles for Investment 


Mr. Graham advances a concept of 
principles for investment in common 
stocks, which may be set forth in sum- 
mary form as follows: 


{ common stock purchase for invest- 
ment is not basically different from 
buying an interest in a private business. 
The investor will consider what he is 
getting for his money in terms of the 
present situation, past accomplishment, 
and future outlook. 

A favorable outlook will not so dom- 
inate his judgment as to lead him to 
pay a price far higher than would be 
justified by neutral prospects. A’ pur- 
chase at such a price may be legitimate 
and profitable, but essentially it is one 
for the speculator and not for the in- 
vestor. 

Investors will not be unduly influ- 
enced by business setbacks. They will 
apply ordinary business judgment to 
determine whether or not lower cur- 
rent earnings combined with a much 
lower market price mean rather an op- 
portunity to buy at an attractive level. 

The investor's timing will not be re- 
lated to technical signals; but he will 
| buy leading issues when the general 
| level is low and sell them when the 
| level is high, as judged by objective 

standards. He will not expect his issues 
| to rise immediately after he buys them 

or to decline as soon as he sells them. 
| The investor will be prepared to 
| make some sacrifice on the score of 
market activity, and to buy into com- 
| panies of secondary size, if he is con- 

vineed he is getting so much for his 
| money as to outweigh these disadvan- 
tages. 

The investor will rely heavily on 
diversification to average out the in- 
fluences of the future. 





if we could be certain of the long-term 
future we could afford to ignore every- 
thing else, including the relationship 
between price and demonstrable value. 
But must we not admit that the market 


following’s record as forecaster of the 


long-term future is at best a mediocre 
one? Does it not consist mainly of wait- 
ing until a trend has made its appear- 
ance and then assuming that it will con- 
tinue? We have not shown any striking 
faculty for detecting elements of latéRr 
strength or weakness, or factors which 
will ultimately make for a reversal of 
trend. | submit that dipping into the 
future is not dependable enough to be 
made the exclusive criterion of invest- 
ment operations. It involves a two-fold 
risk: first, that the prediction may be 
wrong; second, that it may be already 
discounted in the market price. It is a 
perfectly legitimate operation for anyone 
to stake his money on a forecast of the 
future; but when he must depend on 
the accuracy of his forecast to keep his 
capital intact, he has made a speculative 
commitment. 

“While prospects remain a highly im- 
portant element in any common stock 
analysis, for investment purposes they 
may not be so important as to over- 
shadow all other elements combined. 
Companies with definitely poor long- 
term prospects are excluded from the 
field of investment, even though the 
price may otherwise appear quite at- 
tractive. However, the investor will not 
necessarily assume that a decline in earn- 
ings means that all profits will ultimately 
disappear. In fact, with respect to the 
great majority of companies the investor 
is likely to think in terms of neutral 
prospects — that is, no special long-term 
trend in either direction — and he will 
then be attracted by opportunities to buy 
at a low price in relation to normal or 
average earning power. 

“You may ask for something concrete 


(Continued on page 12) 


METHODS OF AVERAGING 


To Make Investor’s Money Buy More, Contrasting 
Procedures are Offered for Stock Buyer’s Study 


R. Benjamin Graham’s skepticism 
about “timing” the purchase of 
securities effectively, as revealed on the 
opposite page, lends point to an invest- 
ment method which provides for auto- 
matic timing, or, from another angle of 


observation, eliminates the element of 
judgment about time entirely! 

The averaging of purchases in a fluc- 
tuating market is a common practice in 
both investment and trading. A buyer 


has the choice either of buying a given 
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number of shares at different price levels, 
or of using a given amount of money 
to buy as many shares as it will buy at 
different prices, up or down from the 
base as the market trend may be. Sur- 
prisingly, for the method of “averaging 
in money” is as old as the stock market 
itself, comparatively few followers ot 
securities think about it. The usual pro- 
cedure is to “average in shares.” 

The accompanying table and chart 
show the distinct advantage which 
“dollar averaging” has over the conven- 
tional system. Assume that two investors 
set out to invest $22,250 in the same 
stock, which, immediately after the first 
purchase is made, begins to decline; the 
decline goes on for some time and is 
followed by a modest recovery. At the 
same prices during the decline and re- 
covery, both continue their buying. One 
averages through the purchase of 50 
shares each time, while the other buys 
about $2,000 worth ... an even number 
of shares, costing approximately $2,000. 

The charted result takes no account 
of commissions or taxes, but as both situ- 
ations involve odd-lots, the matter of 
comparative costs is relatively unim- 
portant; and the theory, after all, carries 
the stress. 

It will be seen that the “dollar aver- 
ager” obtains an increasing number of 
shares with each $2,000 as each purchase 
is made on the down side. The lower 
the price goes, the more stock he ac- 
quires, while the “share averager” ob- 
tains only the stipulated number at all 
levels. The price goes from 60 down to 
25, with purchases made at 5-point in- 
tervals; then a recovery to 40 occurs and 
the buying ends as both buyers have 


(Continued on page 13) 











Presents Investment Philosophy 


(Continued from page 10) 


on this question of what is an attractive 
price-earnings ratio. Here are two statis- 
tics, and a suggestion. All industrial 
common stocks listed on the New York 
Stock Exchange are now selling in the 
aggregate for about 18 times their 1934- 
193g average earnings and about 16), 
times their 1939 earnings. Strangely 
enough, the figures for the 30 important 
issues in the Dow-Jones Industrial Av- 
erage are not significantly different. 
Stocks with brilliant prospects sell as 
high as 30 times average and 25 times 
1939 earnings. 

“I might suggest, therefore, that the 
full 
value for his money in the field of com- 


common-stock investor seeking 
panies with neutral prospects could go 
back to the old, and perhaps mythical, 
standard multiplier of 10. Companies 
which can be bought at less than 10 
times both average and last year’s earn- 
ings are prima facte worth looking into, 
since they offer about twice as much 
earning power for the price as do com- 
mon stocks as a whole. In that group, 
many — probably most — will be re- 
jected, because their prospects appear 
poorer than neutral. But a goodly num- 
ber will remain, I think, which could 
qualify for inclusion in a widely diversi- 
fied list of common stocks selected in 


accordance with investment principles. 


Asset Values 
“Next 


In two kinds of cases the investor will, 


with values: 


respect to asset 
I believe, give more than perfunctory 
notice to the asset picture. The first is 
where the price is not only above tan- 
gible asset value, but many times in ex- 
cess of it. I cannot help feeling that an 
investor in a private concern would hesi- 
tate a long time before he paid, say, ten 
times as much as was actually invested 
in a business — and a similar hesitation 
might not be amiss before buying such 


a stock for investment. 
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“The other type of case relates to market 
prices which are less than net current 
asset value. Let me say first with great 
emphasis that the mere fact an issue sells 
below its net current position is not suf- 
ficient to make it an attractive invest- 
ment. Some issues have been unattrac- 
tive purchases when selling at far less 
than their cash holdings alone; and 
many common stocks which are quoted 
at less than liquidating value cannot 


meet the tests of sound investment. 


May Be Deciding Factor 

“Nevertheless, it remains true that a 
price less than net current asset value is 
always a fact of interest to an investor 
and an analyst. It may well serve as an 
inducement to further study; and it may 
even prove the deciding factor which 
impels purchase — but only after all 
other pertinent elements have been ap- 
praised. For if the company has reason- 
ably good earnings on market price, and 
its prospects for continuing such earn- 
ings are also reasonably good, the fact 
that the business is selling for less than 
it would bring in liquidation becomes 
quite pertinent to our basic test of in- 
vestment merit — which is that the issue 
should recommend itself by the stand- 
ards of private business. Certainly, it is 
unusual to be able to purchase an interest 
in a private enterprise at less than its 
liquidating value, especially when the 
undertaking is and has been earning a 
decent return. It is also true that a com- 
mitment made on such terms, even in a 
company with poor earnings, may have 
special chances of proving profitable, 
whether because means may ultimately 
be found to build up the earning power 
to a point at least commensurate with 
the liquid assets, or by reason of some 
special development such as a. sale, 


merger or liquidation.” 
Not a Curiosity of Finance 


To the query whether such situations 


may not be so few as to represent curiosi- 
ties of finance rather than a broad field 
of potential activity, Mr. Graham an- 
swers that, on the contrary, the number 
of companies selling at less than current 
asset value in recent years is quite large, 
and represents an extraordinary change 
from the conditions obtaining in the 
1g20’s, including even the period of deep 
depression about 1921. Here are the 
figures: 

In March, 1938, 133 companies out of 
648 industrials listed on the New York 
Stock Exchange were selling for less 
than their net current assets — more 
than one company out of five. At the 
end of 1938, when prices were higher 
than today, the number was 54, or 8 per 
cent. By contrast, at 1937 highs there was 
not a single company in that situation. 
(This fact may suggest ideas as to the 
determination of buying and _ selling 
points in the general market that would 
be based on price-value relationships 


rather than technical timing.) 


Marketability 

As to marketability, markets im- 
prove as prices improve. This is true for 
so-called secondary issues as well as for 
the leaders. “If your selections are sound 
on the average, and if they are vindicated 
by a rise in value,” Mr. Graham says, 
“they will be found easier to sell than 
they were to buy. And the common- 
stock 


the hair- 


trigger marketability which has come to 


investor doesn’t need 
be considered so indispensable in com- 
mon-stock operations. He can take a 
little time about selling, and can even 
stand a fairly wide market, if the price 
is comfortably above his cost. After all, 
liquidity is not what it used to be, even 
for the favorites. An abundance of value 
will create its own measure of liquidity 
— just as an investment policy in com- 
mon stocks which puts stock market 
profit in a secondary position, and the 
proper relationship between price and 
value in first place, will find that market 
profits will come unsought.” 





Mr. McGoldrick buys the first bonds. 


New York City Sets Listing Example 


HE recent listing of $315,000,000 of 

the City of New York 3°, Transit 
Unification Bonds due June 1, 1980, has 
served to focus renewed attention upon 
the advantages of the New York Stock 
Exchange market from the investor’s 
standpoint. The bonds were admitted to 
dealings on a “when issued” basis on 
April 18, when Comptroller Joseph D. 
McGoldrick, of the city, visited the Ex- 


change floor to open the trading in the 
issue by contracting to buy 10 of them. 

Revealing that the city was breaking 
an eighteen-year precedent in listing the 
issue, Mr. McGoldrick said, “I believe 
that it will be of advantage to the many 
small investors who will receive the new 
city corporate stock to have such an ex- 
change market available, inasmuch as 


the companies’ securities which these 


bonds replace have heretofore been 
listed.” 

Approximately 54,000 holders of trac- 
tion securities are participating in the 
unification program, which will consti- 
tute the largest single financial operation 
in the history of the city, according to 
Mr. McGoldrick. The city will take title 
to the Brooklyn Manhattan Transit 
and Brooklyn Queens Transit properties 
on June 1, and, as soon as is practicable, 
thereafter, will begin the exchange of 
approximately $175,000,000 in bonds. It 
hopes to consummate the plan for the 
Interborough Rapid Transit and Man- 
hattan Railway Companies on July 1. 

In the first three weeks of dealings in 
the new issue (April 18 to May 8), con- 
tracts for $2,745,000 par value of the 
bonds were traded, with the daily vol- 
ume (excluding Saturdays) averaging 
$176,000 par value. A market with a very 
narrow spread, of about 'g to 14, has 
characterized trading in the issue. Mem- 
ber firms report that they have been re- 
ceiving orders, both large and = small, 


from all sections of the country. 





“DOLLAR AVERAGING” 


(Continued from page 11) 


completed their programs. How do the 
two accounts stand at the end of the 
period, each having made eleven pur- 
chases and invested the same amount? 

The “dollar averager” has bought 588 
shares, or 38 shares more than the 
“share averager.” At a price of 4o, the 
level where both stopped buying, the 
former’s account contains $1,520 more 
of share value than the latter’s. Even 
though the market at 4o is much lower 
than when the buying was begun ... at 
60... the “dollar averager’s” account 
shows a capital appreciation of $1,270 
(the difference between the $22,250 in- 
vested and the market value of $23,520 
at 40). At the same time the “share aver- 
ager’s” position at 40 shows a deprecta- 


tion of $250! 


More than half of the funds used to 
average in dollars went into the stock in 
the lower price levels, while more than 
half of the money averaged in shares 
was invested in the higher levels. Con- 
sidering a theoretical market such as the 
chart traces, it is obvious that a further 
upward scale of fluctuations would en- 
hance rapidly the “dollar averager’s” 
position, even though no more money 
were to be invested. But in any kind of 
a fluctuating market, the mathematics 
of the theory indicates that dollar aver- 
aging would see the acquisition of more 
shares at lower prices than share aver- 
aging could obtain. 

The figures in these comparisons ap- 
ply only to the conditions as set forth. 
Difference in prices, totals invested or 
number of purchases would produce 
different results . . . without, however, 


affecting the principles involved. 


OPPORTUNITY? 


(Continued from page 7) 


advertising campaign reveals, quite in- 
cidental to the dominant reality — name- 
ly, that a listed bond or stock is sur- 
investors 


rounded by elements which 


constantly seek: Publicity of earnings 
and asset values . .. marketability .. . 
price publicity over the ticker . . . low 
costs in buying and selling . . . a broad 
choice among stocks and bonds. 

As we sat thinking after the out-of- 
town broker had gone away, it seemed 
as though he had evolved a business 
philosophy not new but evolutionary, 
and fitted to the times. A method per- 
mitting a broker to stand in his custom- 
ers’ shoes and look at the wares which a 
listed securities market contains, instead 
of ballyhooing his services, however 


much he might think of them. 











NEW COMPANIES for THE TRADING LIST 






Manufacturer of Aircraft for United States Army and Navy 
Joins Trading List; Automotive Supply Company to List Issues 


ROM a group of 21 men, laboring 

in a small garage to produce amphi- 
bian floats for airplanes, to an enterprise 
employing SS8o persons and doing a 
$4,480,000-a-year business in airplanes 
and aeronautical parts is the story of 
Grumman Aircraft Engineering Corpo- 
ration since its founding eleven years 
ago. Grumman's growth is typical of the 
aviation industry as a whole. In 1934, 
five principal aircraft manufacturers em- 
ployed approximately 10,000 workers. 
Today the same companies give jobs to 
more than 50,000 persons. 

A newcomer to the Stock Exchange 
list, Grumman has listed 495,060 shares 
of common stock, $1 par value, with 
authority to add 13,000 shares upon the 
exercise of outstanding stock purchase 
warrants. 

From the manufacture of amphibian 
floats for the United States Navy, the 
company progressed in 1931 to aircraft 
design and construction, and developed 
the first military plane with retractable 
landing gear. This was the beginning 


of a series of orders from the Army, 


Navy, Marine Corps and Coast Guard. 
The company has specialized in single- 
seater shipboard-type pursuit planes and 
amphibians for Naval use, and, more 
recently, in pursuit planes for the Army. 

Since 1936 it has manufactured for 
the military services and the commercial 
market a twin-engined amphibian plane, 
powered by two Pratt & Whitney Wasp 
Junior engines. Private owners of these 
planes include more than a score of men 
prominent in business or government. 

Grumman’s new plant at Bethpage, 
Long Island, comprises some 148,000 
square feet of manufacturing, hangar 
and office space. Certain equipment and 
parts, such as engines, propellers, aero- 
nautical instruments and radio appara- 
tus are not manufactured by the com- 
pany, but are purchased from others. 
Grumman is a member of the Manu- 
facturers Aircraft Association, Inc., and 
is party to an agreement with the Asso- 
ciation giving the company the right to 
use certain inventions covered by patents 
Certain Grumman 


owned by others. 


patents, as well, are licensed to others 


Grumman “Skyrocket,” capable of speeds in excess of 400 miles an hour. 
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under the conditions of the agreement. 

The 
$2,284,764 in 1937; $4,904,946 in 1938; 
and $4,482,350 in 1939. Net income re- 


company’s gross sales were 


ported by the company for the corre- 
sponding three years was, respectively, 
$1 39,062; $617,075; and $892,063. 

On March 1, 1940, the company re- 
ported that unfilled orders approximated 
$6,000,000. In addition to supplying 
planes to the United States Army and 
Navy, the company has within the past 
year filled orders for the Argentine 
Navy and the Government of Peru, as 
well as for commercial companies. 


National Automotive Fibres, Inc. 


National Automotive Fibres, Inc., will 
be the third automotive equipment com- 
pany to be added to the New York Stock 
Exchange’s trading list since September 
(the first two were the W. B. Jarvis 
Company and Noblitt-Sparks Indus- 
tries, Inc.). The company is listing 
200,000 shares of 6 per cent cumulative 
preferred stock, $10 par value, and 
502,874 shares of common stock. As this 
is written, it is expected that the issues 
will be admitted to dealings within the 
next few days. 

The company was founded in 1928, 
when it started the manufacture of cush- 
ion backs and seats for automobiles, and 
various types of batting. New products 
— padded door panels, roof silencers, 
carpet jute pads, and so forth — have 
been added apace with the progress of 
the automobile industry. In all, the com- 
pany produces trimming used at some 
16 different points in automobiles. 

Its original plants at Oakland, Calli- 
fornia, and Little Falls, New York, have 


been supplemented by other factories at 


Detroit, Michigan; Los Angeles, Cali- 
and Waterford, New York. A 
subsidiary, Canadian Automotive Trim, 


fornia, 


Limited, is located at Windsor, Ontario. 
Approximately 1,750 persons are em- 
ployed in these plants. 

While National 


formerly occupied a relatively small 


Automotive Fibres 
place in its field of business, it states that 
today it is one of the leaders. Gross sales 
have increased from $2,309,256 in 1934 
to $12,052,612 last year. (The 1934 figure 
does not include gross returns from the 
company’s cloth, conversion and sales 
department, which amounted in 1939 to 
$5,836,581. For comparison purposes, 
gross sales in 1938 — the earliest year for 
which sales of this department are re- 
ported — totalled $7,286,597, including 
results from the cloth, conversion and 
sales operations.) 

Net income reported by the company 


was $135,773 


in 1938; and $571,203 in 
1929. 

Modern methods of mass production 
have been a major factor in National 


Automotive Fibres’ growth. Multipleat- 





Fabric is cut, 100 layers at a time, for interior trim in automobiles at plant of 
National Automotive Fibres, Inc. 


er machines developed by the company 
form cushion backs and seats in a speedy 
mechanical operation which pleats the 
fabric, inserts batting, and sews the 
sheeting in place in one operation. In the 
cloth department of the Detroit plant, 
where fabric is cut to stencil patterns, 100 
layers at a time, enough material is pro- 
duced per day to trim 5,000 automobiles. 
One of the most recent developments of 


the company is a new vulcanizing pro- 


cess for molding decorative effects in up- 
holstery materials. 

National Automotive Fibres’ principal 
customers are the leading automobile 
manufacturers. When a patent was re- 
cently issued to the company on a new 
carpet material, however, it decided to 
enter the domestic field, as well, and has 
contracted with the Mohawk Carpet 
Mills, Inc., for the production and sale 


of the carpet to the domestic trade. 





A HINT FROM THE OUTSIDE 


(Continued from page 2) 


crease in confidence, in earnings of 
industry. 

And in the meantime, a roster of in- 
vestment accounts which are intelligent- 
ly served will look after a sizable amount 
of overheads, even though they should 
not contribute extensively to “volume.” 
Enough of them, as firms with capable 
investment advisory departments have 
discovered, will return comfortable prof- 
its through commissions and fees. 

Do stockbrokers work hard? Do they 
work intelligently? Is their mind on 
their business . . . the requirements of 
their customers . . . the pursuit of addi- 
tional customers, or do too many con- 
little to and their 


tribute “volume” 


incomes by making gestures while they 
wait for the next boom? The questions 
are generic; the most hardened cynic 
would find it impossible to make a 
blanket reply. Exceptions do not prove 
the rule any more than in a professional 
field . . . legal, medical and the others 

. where skill, industry and judgment 
erect outstanding figures, the while me- 
diocrity brings its proportionate reward. 

If the records of the last three years 
suggest anything, however, it is that the 
pressure of an altered economy demands 
forceful, newly-designed methods for 
interesting investors in well-considered 
securities. In this period, the brief inter- 


vals of speculative activity have been for 


procrastinators too much like a week's 
reprieve before the hanging. In the same 
period, many customers of well-equipped 
and industrious brokers have seen a 
marked appreciation of their capital in 
carefully chosen seasoned equities, along 
with substantial dividends. 

We cannot see eye to eye with Mr. 
W.S. R., although the lack of sympathy 
among other perplexed businessmen 
toward stockbrokers is sufficiently wide- 
spread to comprise a school of thought. 
A great improvement has occurred in 
brokerage service; that there is room for 
much more goes without saying. Risk- 
ing our neck in the vicinity of the de- 
votees of heavy “volume” which must 
come sooner or later, we'll lay a small 
wager that the combination of invest- 
ment salesmanship and careful service 
becomes far weightier as time goes on. 
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only slightly above the average of 102 for 
last July and August. But, as the Board 
itself points out, this index is dominated 
by items that fluctuate more widely than 
total business activity, and, therefore, it 
exaggerated both the autumn-winter ad- 
vance and the subsequent decline. This 
happened, according to the Board, pri- 
marily because the index is composed 
largely of data reflecting operations in 
the early stages of the industrial process, 
where output increased faster last au- 
tumn and decreased more rapidly dur- 


ing the first quarter of this year than did 





First Quarter Earnings Show Rise 


(Continued from page 5) 


activity in the more advanced processes 
of production. 

At any rate, to many who had watched 
the swift decline of the index, the gen- 
erally favorable corporate earnings fig- 
ures now being released have come as a 


surprise. 


Gains Widely Distributed 
Equally significant with the size of the 
gains is the fact that they were widely 
distributed. The “on balance” net in- 
come (combined profits minus com- 


bined losses) of $491,255,123 by no means 






represents huge profits for only a few 


large companies, while many lesser ones 
suffered losses. The proportion of com- 
panies earning a profit was g1.1 per cent 
of the total, and losses for the remaining 
8.9 per cent amounted only to $5,526,072, 
with four railroads accounting for al- 
most 40 per cent of this deficit. 

To date, improvement has been uni- 
versal for common-stock issuers in the 
finance group, with all 12 of the com- 
panies reporting showing gains over 
1939. In the railroad industry, 24 of 26 
companies showed an improvement. 
And 32 of 35 concerns in the automobile 
industry made better showings, as did 
10 of 11 companies in the electrical 


equipment industry. 





lL. Shares Listed 

2. Share Issues Listed 

3. Par Value of Bonds Listed 
t. Bond Issues Listed 

’ 


6. Market Value of Listed Shares 
7. Market Value of Listed Bonds 


9, Flat Average Price 
10. Shares: Market Value 
11. Bonds: Market Value 
12. Stock Price Index (12/31 
13. Shares in Short Interest 
It 


17. Reported Share Volume 
Daily 


Ratio to Listed Shares 


20. 


Daily 


Average Price 


24. Stock Clearing Corporation: 
Value of All Contracts 


Notes: 





MONTHLY STATISTICS—NEW 


MONTH END DATA 


Total Stock and/or Bond Issuers 


8 Market Value of All Listed Securities 
All Share Issues 
Shares Listed 
Par Value 

24 — 100) 


. Total Member Borrowings in N. Y. on Collateral 
Per Cent of Market Value of Listed Shares 
15. N.Y. S. E. Members’ Branch Offices 
16. Total Non-Member Correspondent Offices 


DATA FOR FULL MONTH 


Average (Inel. Saturdays) 
Daily Average (Excl. Saturdays) 


18. Total Share Volume (Incl. Odd Lots) 

19. Money Value of Total Share Sales 

Reported Bond Volume (Par Value) 

Average (Incl. Saturdays) 
Daily Average (Exel. Saturdays) 
Ratio to Par Value of Listed Bonds 

21. Total Bond Volume (Par Value) 

22. Money Value of Total Bond Sales 

23. N. Y. S. E. Memberships Transferred 


Average Price of Settled Shares 


APRIL 
(Mil.) 1,446 
(No.) 1,234 
(Mil. §) 53.646 
(No.) 1,376 
(No.) 1,298 
(Mil. $) 16,769 
(Mil. $) 19,612 
(Mil. §) 96.381 
(S$) 41.25 
(S$) 32.35 
($) 92.48 
(%) 64.3 
(Thou.) 531 
(Mil. §) 979 
(%) 1.24 
(No.) 1,043 
(No.) 3,914 
(Thou.) 26,696 
(Thou.) 1,027 
(Thou.) 1,110 
(%) 1.85 
(Thou. ) —— 
(Thou. §) ae 
(Thou. §) 165,116 
(Thou. §) 6,351 
(Thou. $) 6,873 
(%) 0.307 
(Thou. §) ae 
(Thou. §) eee 
(No.) t 
(8) 56,333 
(Mil. §) 2,128 
($) 23.4 


Source of the data is N.Y.S.E. Items 13, 14, 18, 19, 21, 22 and 24 are as of ledgers which normally reflect transactions 
up to the close of the second full preceding business day. Item 24: Value of all contracts is based on Day and Night 
Branches combined; average price of settled shares is based on share balances settled through the Day Branch. 


YORK STOCK EXCHANGE 


1940 APRIL 
MARCH FEBRUARY 1939 
1,444 1,441 1,427 
1,236 1,236 1,233 
93,853 53,937 52,564 
1,380 1,387 1,386 
1,303 1,300 1,298 
16,695 16,058 10,673 
50,006 19,605 418,128 
96,701 95,663 88,801 
41.02 10.54 36.92 
32.34 31.96 28.51 
92.86 91.97 91.56 
64.3 63.6 56.6 
189 486 662 
a70 599 347 
1.22 12) 1.35 
1,049 1,049 1,073 
3,668 3,786 1,136 
16,270 13,471 20,246 
651 586 844 
711 636 845 
1.13 0.93 1.42 
20,510 18,541 32,124 
927,688 186,918 777,379 
135,239 120,384 122,804 
5,410 5,234 5,117 
5,894 5,703 9.426 
0.251 0.223 0.233 
135,832 127,344 133,554 
81,857 81,807 92,210 
1 6 8 
50,000 53,000 58,500 
1,638 1.399 1,884 
23.1 22.9 21.1 

















Opinion - Points of View - Counsel 


Letters to the editor,in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


NEW YORK CITY 

When the Neutrality Bill was up for 
discussion in Congress several months 
ago, a number of our industrial leaders 
were quoted at considerable length in 
the public prints on the thesis that the 
profits of war are highly undesirable. In 
brokerage office conversation, of which 
I hear considerable, it seems as though 
the same opinion prevails. Only occa- 
sionally are “war babies” guessed about 
as the stock list is scanned for speculative 
opportunities, yet ocean shipping records 
show that a lot of American goods are 
going to belligerent countries. Has the 
trading tempo changed from that of the 
World War? I am inclined to believe 
that a more sober attitude toward expec- 
ted war profits really prevails. So far as 
I may judge from my “listening post,” 
the products of peace — new ships, pulp 
for paper manufacturing and certain 
chemicals, for example — are more en- 
grossing to traders than shells, war 
planes and the like. 


G. R. 
ATEAN TIC €C2TY, M.. §. 
It’s like carrying coals to Newcastle, I 
suppose, to bring this problem to you, 


but here goes, anyway! For a good many 





years, 1 considered bonds as the only se- 
curities worthy of the name of “invest- 
ment.” History, it seemed, gave ample 
testimony to the soundness of this belief, 
but what is a man going to do these days, 
with bonds, no better secured than they 
used to be, yielding mighty little? I 
don’t like to buy common stocks, but ex- 
amination of some of the large corpora- 
tions’ dividend records during the last 
ten years certainly shows that holders of 
their shares have not done so badly. Can 
you help me out of a state of indecision? 
N.S. 
EDITOR’S NOTE While sym 
pathetic, we are inclined to extreme 
caution in considering other people's 
investment perplexities. 
BALTIMORE, MD. 

The article in your April issue about 
the “guidance” which some brokerage 
firms are supplying to investment cus- 
tomers for a fee left me skeptical about 
one point which it seemed to me that 
you glossed over. If a broker must rely 
upon commissions for his living, he 
wants as much activity as possible in 
every account, whether trading or invest 
ment. How can he overcome the quite 
human desire to urge that switches be 


made, whether statistics or logic com- 


mend them or not? I think an investor 


would be better served, and be more 


comfortable in his own mind, if he em- 
ployed outside, disinterested counsel. 
Fe. Ss. 


EDITOR’S NOTE—Instances have 
come to our attention of accounts un 
der the direction of independent in 
counsel which 


vestment were 


active as the result of switching sug 


more 


gestions than were contemporary ac 
counts in the same brokerage office 
under the firm's own advisory service. 
The subject of investment advisory 
work is wide open for discussion. 


ALTOONA, 


that 


Pas 


It strikes me one of the most 
heartening things seen in the financial 
field this year was the refunding of 


Railroad 


bonds. Union Pacific’s credit standing is 


$81,000,000 Union — Pacific 
high, of course, and some other proper 
ties which would like to reduce their in 
terest charges are unable to do so. But 
with railroading under a cloud as a me 
dium for investment, the fact that a 
company can come into the sun In so 
emphatic a fashion suggests that better 
news about a number of roads should 
appear before long. As a disappointed 
railroad stockholder of long standing, l 


want to think so, anyway. | N. TC. 


RISA CAPETAL... 


its significant part in the pulsing drama of trade and 


business growth, just as it did in Queen Elizabeth’s 


day, except, of course, that common stocks have 


replaced shares in the ships of the Merchant 


Adventurers. 


Whether for capital gains in these less venturesome 


times, or anormal investment return, well-informed 


buyers prefer seasoned issues, turning naturally to 


the New York Stock Exchange list .. . the largest 


assembly of established stocks in this country, sub- 


ject to the most comprehensive regulations applied 


by any American stock exchange. 
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